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U.S. Private Investments and Earnings Abroad 


U.S. private investments abroad rose in 1954 by a 
record amount of almost $3 billion, to a total outstanding 
of $26.6 billion at the end of the year. Direct investments, 
accounting for $1.4 billion of the increase, were composed 
of $760 million in new capital and $660 million in rein- 
vested earnings. The new capital outflow was slightly 
higher than in 1953, owing! in large part to a 20 per cent 
increase in the outflow to Canada, reflecting the activity 
of newly established investment trusts. These trusts placed 
their capital primarily in the stocks and bonds of Cana- 
dian corporations, so that they resemble portfolio invest- 
ments in their effect on the economy. New direct invest- 
ments in Latin America declined slightly in 1954. Al- 
though the completion of major mining projects caused a 
sharp decrease in this type of investment, the decrease 
was largely offset by increases in manufacturing invest- 
ments (mainly in Brazil) and in trade and distribution 
facilities (in Brazil and Colombia). Additions to petro- 
leum investments in India, Australia, and Iran were more 
than offset by the sale of properties to foreign interests, 
some withdrawal of surplus funds, and a reduction of 
new investments in the Middle East. 

Reinvested earnings fell about 17 per cent below the 
1953 level. Manufacturing investments in Canada were 
adversely affected by the decline in economic activity. 
There were also sharp decreases in reinvested earnings in 
Mexico, Panama, Liberia, and Indonesia. In Europe, on 
the other “hand, reinvested earnings rose, as economic 
activity increased. 

U.S. private investment in foreign securities and short- 
term and medium-term credits rose by $1.4 billion in 
1954. About two thirds of the increase represented a net 
capital outflow, while the remainder reflected improved 


market values for the dollar bonds, local currency bonds, 


Europe 


U.K. Share of World Trade 


While world trade in manufactures is rising rapidly, 
the share of the United Kingdom in this trade is falling. 
Data in the U.K. Treasury’s current Bulletin for Industry 
show that the value of world trade in manufactures during 
the period from July 1954 to March 1955 was 12 per cent 
higher than the value in the same period of 1953-54; 
moreover, in the first quarter of 1955, the value of such 


and equity securities of foreign countries. Purchases of 
European equity securities rose by $100 million during 
the year, the largest increase of any year in the postwar 
period; the bulk of the increase represented purchases 
in the Netherlands. U.S. investors showed renewed in- 
terest in dollar bonds of other countries in 1954 and 
early 1955, and $70 million of new issues were success- 
fully floated by Australia, Belgium, and Norway. The 
International Bank for Reconstruction and Development 
also sold to U.S. investors $88 million of a $100 million 
bond issue. New investment in Canadian securities, while 
large, was offset by heavy liquidation of Canadian in- 
ternal issues. Long-term interest rates in Canada were 
reduced much more than those in the United States, nearly 
eliminating the normal yield differential on government 
securities in the two countries. 

The value of foreign long-term investments and liquid 
dollar assets in the United States rose by a record $3.1 
billion in 1954. The largest increases were in holdings of 
corporate stocks and short-term dollar assets. However, 
the increase of $1.6 billion in the value of corporate 
stocks largely reflected the rise in market prices, as the 
net capital flow to the United States was only $135 mil- 
lion. The increase of $1.3 billion in short-term dollar 
assets raised the total of these holdings to $15.7 billion 
at the end of 1954. Foreign purchases of gold from the 
United States were reduced from $1.2 billion in 1953 to 
$0.3 billion in 1954. This sharp decline partly reflected 
a diminution in the over-all gain in dollar reserves. The 
substantial increases in gold holdings since the end of 
the war, however, have caused joreign monetary authori- 
ties to limit their gold acquisitions and to place additional 
amounts in interest-bearing dollar assets. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., August 1955. 





trade was 18 per cent higher than a year earlier. But 
the U.K. share fell from 21 per cent in the first nine 
months of 1954 to 20 per cent in the six months ended 
March 1955. In 1950 the U.K. share was 26 per cent, 
and in 1938 it was 22 per cent. Between 1950 and the 
six months ended March 1955, the U.S. share fell from 
27.3 per cent to 26.6 per cent, and that of continental 
European countries other than Western Germany dropped 
from 29.9 per cent to 28.7 per cent; in the same period, 
Western Germany's share rose from 7.3 per cent to 15.3 
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per cent, and that of Japan from 3.5 per cent to 4.9 per 
cent. The rising German and falling U.K. share is at- 
tributed in part to the altered pattern of world trade, no- 
tably the rise in intra-European trade, of which Germany’s 
share is large. Trade between manufacturing and primary 
producing countries, of which the U.K. share is large, has 
not risen so rapidly. 

Source: The Financial Times, London, England, Au- 


gust 17, 1955. 


Increase in U.K. Interest Rates for Local Authority Borrowing 


The U.K. Treasury has again raised the rates paid by 
local authorities for money borrowed from the Public 
Works Loans Board (PWLB). This is the third increase 
in such rates in 1955, previous increases having been 
announced in March and July. Interest on new loans of 
over 15 years’ duration has been raised from 4% per 
cent to 41% per cent; the rate at the beginning of 1955 was 
31% per cent. The rate on loans of 5 to 15 years’ duration 
has also been raised by 14 per cent, to 414% per cent, while 
the rate on loans of up to 5 years’ duration has been in- 
creased by % per cent, to 44 per cent; at the beginning 
of 1955, the rates for these two groups were 344 per cent 
and 2% per cent, respectively. The timing of the recent 
increases emphasizes the absence of any automatic rela- 
tionship between the bank rate and PWLB charges. The 
Treasury's policy is to arrange its charges so as not to 
lose money on its relending while avoiding any needless 


burden on the local authorities’ finances. Since long-term 
or medium-term money would now cost the Government 
just over 4% per cent, the Economist states that the 
recent rise in charges appears amply justified. Moreover, 
government policy aims at restraining capital expenditure 


by local authorities. It is also pointed out that it is 
desirable for the PWLB not to undercut market rates 
either by lending to local authorities at rates lower than 
those charged in the capital market, or by enabling them 


to engage in mortgage lending at rates lower than those 
charged by the building societies. 


Building society rates in the United Kingdom have also 
been revised upward recently; they now range between 
5 per cent and 51% per cent, and are subject to revision 
during the life of the mortgage. 


Source: The Economist, London, England, August 20, 
1955. 


U.K. Electricity Authority Issue 


The second of the U.K. nationalized industries to fund 
its indebtedness to the banks—the Central Electricity Au- 
thority—has issued £200 million of Guaranteed Stock 
(1967-69) bearing interest at 4% per cent, at a price 
of 98%. The running yield is £4.11s:4d,, and the yield 
to redemption in August 1969 is £4.12s.11d. No gilt-edged 
stock carrying interest at 444 per cent has been issued 
since 1932, so that this issue now bears a higher coupon 
than any other stock in the London market. The issue 


INTERNATIONAL FinanciaAL News Survey, August 26, 1955 


has therefore been purposely arranged to attract sub- 
scribers, and the traditional policy of offering new issues 
on terms compafable with those on existing stocks has 
been abandoned. The immediate effect will be to lower 
further the prices of U.K. Government Funds, but insofar 
as the issue helps the banks to reduce advances, the down- 
ward trend of gilt-edged prices may ultimately be reversed. 

The repayment of Electricity Authority overdrafts will 
assist the banks considerably in reducing the total of their 
advances (see this News Survey, Vol. VIII, p. 51), but 
will not affect the case-by-case examination of overdrafts 
outstanding. The fact that government departments may 
have to subscribe to the new issue on a substantial scale 
means that bank liquidity will be increased but, again, 
this is not likely to be followed by any relaxation of bank 
lending policy. This is due partly to the request of the 
Chancellor of the Exchequer, (see this News Survey, 
Vol. VIII, p. 34), but also stems from the banks’ need 
to raise liquidity ratios in preparation for the seasonal 
flow of funds to the Exchequer in the first quarter of 1956. 
Sources: The Financial Times, London, England, Au- 

gust 9 and 10, 1955. 


U.K. Labor Costs and Industrial Investment 


The study of labor costs per unit of output in the 
United Kingdom, in the current issue of the U.K. Treas- 
ury’s Bulletin for Industry, suggests that such costs in the 
economy as a whole rose by about 27 per cent between 
1948 and 1954 (an average of 414 per cent a year). They 
rose by 30 per cent in mining and quarrying, 32 per cent 
in building and contracting, and 40 per cent in distribu- 
tion. On the other hand, in manufacturing they rose by 
only 20 per cent over the six-year period, and have been 
relatively stable since 1952. 

The figures in the accompanying table are of some 
significance in considering the problem of inflation, since 
they afford a generally accurate picture of the trend over 
the period and of relations between the component groups. 
All the figures, however, are subject to wide and varying 
margins of error, particularly those relating to the service 
industries and to the whole economy, where output is 
difficult to measure. Moreover, some of the groups 
(notably transport and communications) are large and 
diverse, and therefore poorly represented by a single 
index. 

Wages and Salaries per Unit of Output 
(1948 = 100) 
1949 1950 1951 1952 1953 


Manufacturing 100 98 105 118 120 
Mining and quarrying 100 100 107 123 127 
Building and contracting 102 104 117 121 124 
Electricity, gas, & water 103 1038 108 #115 117 
All industry .. 101. 98 107 118 119 
Transport and 

communications 99 100 108 110 109 
Distribution 104 106 123 134 131 
Whole economy /10L. 108.114. 122 123 
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The Bulletin for Industry notes that about two thirds 
of the over-all increase in labor costs occurred between 
1950 and 1952, while the whole increase in manufacturing 
took place in those two years. This was a period when 
retail prices were forced up by the post-Korean increase 
in import prices, and there was a consequent rise in 
wages. The Economist adds that sketchy indications for 
the first half of 1955 suggest a 7-8 per cent rise in manu- 
facturing output, a 3 per cent rise in the manufacturing 
labor force, and a 7 per cent rise in wage rates, which 
might suggest that earnings per unit of output in U.K. 
manufacturing have at length turned upward. Similar 
rough calculations for the United States and Western 
Germany suggest that the trend of labor costs may still be 
downward. 

Some explanation of the comparative movements of 
labor costs'in different industrial sectors lies in different 
rates of growth in employment, investment, and produc- 
tivity, as well as in earnings. The Financial Times has 
published details of gross fixed industrial investment, 
taken from the forthcoming National Income Blue Book, 
showing that over the period 1948-54 manufacturing has 
been responsible for the bulk of such investment, with an 
annual rate of £39 million a year, or 11.2 per cent. Elec- 
tricity, gas, and water showed an increase at an annual 
rate of 19.6 per cent, distribution 12.4 per cent, transport 
7.2 per cent, and mining and quarrying and building 3 
per cent each. Over the whole economy, the annual rate 
of increase was £175 million, or nearly 13 per cent. 
Sources: The Financial Times, August 17, 1955, and The 

Economist, August 20, 1955, London, England. 


Collection of Investment Statistics in United Kingdom 


The Board of Trade is to undertake a regular inquiry 
into the capital expenditure and investment plans of U.K. 
private corporations. The inquiry will be based on a 
sample of about 650 companies, which are responsible for 
nearly three quarters of the total capital expenditure of 
all private corporate enterprises. Figures for expenditure 
for 1954, the base year, will be sought first. Later this 
year, companies will be asked for the first of an annual 
series of forecasts of expenditure during the next calendar 
year. Figures for actual expenditure will be collected 
thereafter on a quarterly basis, beginning with data for 
the first three quarters of 1955. The inquiry will reveal 
tendencies in corporate investment rather than its total 
amount; companies are being asked to ensure compara- 
bility between forecasts and actual expenditure, even at 
the cost of omitting information not available for both 
periods. Hitherto, estimates of actual investment have 
been made only annually from the census of production, 
and projections for the current year have not been avail- 
able until May or June, and then only on a very ap- 
proximate basis. 


Source: The Economist, London, England, July 16, 1955. 


Netherlands Exchange Control Regulations 


Netherlands exchange control regulations that became 
effective August 1 authorize U.S. or Canadian residents 
to convert their balances on K accounts (capital accounts) 
directly into dollars for purposes of repatriation. Previ- 
ously they could repatriate their balances by purchasing, 
in the Netherlands, Dutch, Indonesian, or foreign securi- 
ties denominated in guilders, exporting those securities, 
and selling them against dollars. 


Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, August 1, 1955; Nieuwe Rotterdamse 
Courant, Rotterdam, Netherlands, August 1, 
1955. 


Rent Increase and Tax Reductions in the Netherlands 


The Netherlands Parliament recently approved bills 
providing for an increase in rents and for various tax 
reductions. Effective September 1, 1955, rents of houses 
built before May 5, 1945 will be increased by 5 per cent, 
if the owners are keeping the houses in good condition. 
Effective January 1, 1956, the real estate tax will be 
reduced by 37 per cent for buildings and by 29 per cent 
for land. 


On September 1, 1955, the income tax will be reduced 
by 6 per cent, and the tax-free minimum will be raised. 
Also, a number of increases in tax rates, which had been 
introduced in 1951 to finance the increase in defense 
expenditures will be abolished (see this News Survey, 
Vol. VII, p. 127); the corporation profit tax will be 
lowered from a range of 4214-46 per cent to a range of 
40-43 per cent. The turnover tax on gas and electricity 
and on the raw materials for margarine, edible oils, and 
fats, and the tax on motor scooters, will be abolished; 
and the turnover tax on textile goods and sugar will be 
suspended. As a result of the new measures, the tax 
receipts are expected to decline by f. 572 million (US$151 
million) per year, Total receipts from taxes in 1954 
amounted to f. 5.1 billion ($1.35 billion). 


Sources: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 
erlands, July 19, 1955; A.N.P.-Aneta News Bul- 
letin, New York, N. Y., August 11, 1955. 


Credit Policy in Sweden 


The Swedish Riksbank has recently announced that, 
through a tight lending policy, virtually all banks have 
succeeded in attaining the required liquidity ratios (see 
this News Survey, Vol. VII, p. 335). However, certain 
problems in financing the building of houses have arisen, 
partly as a result of the tight credit policy (see this 
News Survey, Vol. VIII, p. 36). Nevertheless, the com- 
mercial banks and the Riksbank have agreed that the 
tight credit policy will be continued. Recent developments 
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in the capital market indicate that funds will be available 
for the long-term financing of building, and that the banks 
will be reimbursed for the construction credits that they 
have made available. The banks then will be able to 
finance the building of 25,000 apartments in the second 
half of 1955. Discussions on the financing of the 7,000 
single family units to be built in the second half of 1955 
and financed mainly by the savings banks and the Govern- 
ment are proceeding. A possible solution of the problem 
may be an increase in the amount of government financing 
for each unit; final decisions will require new appropria- 
tions by Parliament which will reconvene in October. 
Sources: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 14 and 19, 1955. 


West German Trade and Payments Agreements 


\ trade agreement recently concluded by Western Ger- 
many and France, which will be valid until September 30, 
1958, replaces the previous semiannual arrangement. It 
provides for an increase in trade of approximately 
DM 200 million per year in each direction. At present, 
such trade amounts to DM 1.5 billion annually. Under 
the agreement, the quota for German imports of bread 
grain from France has been increased from 250,000 tons 
to 500,000 tons per year, and that for fodder grain from 
92,000 tons to 200,000 tons. Apart from raising the 
liberalization quota to 75 per cent, France has restored 
import quotas on certain commodities to the level that 
existed prior to February 1952. In some instances, 
French import quotas have been raised by as much as 
50 per cent, especially for textiles, dyes, and machinery. 
An interesting feature of the agreement is the possibility 
that when a commodity group, whose import quota has 
been increased, is placed on the liberalization list, its 
quota may be shifted to another restricted commodity 
group. The agreement also provides for adjustment to 
any future agreement between France, the Saar, and 
Western Germany, or any other multilateral agreement, 
and provides for automatic revision in case of converti- 
bility. 

4 West German-Japanese payments agreement, signed 
on July 28 after four months of negotiations, provides for 
payments in limited convertible deutsche marks and ster- 
ling, thus replacing settlement in dollars previously used. 
Sources: Handelsblatt, Diisseldorf, Germany, August 1, 

1955; Frankfurter Allgemeine Zeitung, Frank- 
furt am Main, Germany, August 6, 1955; Neue 
Ziircher Zeitung, Ziirich, Switzerland, August 6, 


1955. 
Middle East 
Middle East Oil Output 


Crude oil production in the Middle East in the first half 
of 1955 amounted to about 79 million metric tons. This 
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was nearly 10 per cent greater than the output in the 
previous six months, and 20 per cent more than in the 
same period in 1954. Kuwait was again the leading pro- 
ducer with 27.6 million tons, Saudi Arabia second with 
23.0 million tons, Iraq third with 16.3 million tons, and 
Iran fourth with 6.9 million tons. 


Source: The Iraq Times, Baghdad, Iraq, August 4, 1955. 


Expansion of lraq Railway Facilities 


On August 13 the Development Board allocated ID 2.2 
million to the Iraq State Railways for capital expenditures 
during the present fiscal year (April 1, 1955-March 31, 
1956) ; since ID 3.3 million had been allocated earlier 
for the same purpose, the total allocated for the fiscal 
year is ID 5.5 million. The Five Year Development Pro- 
gram, ending in 1959, allocates a total of ID 15.5 million 
for the expansion of railway facilities, to be paid in five 
annual installments (see this News Survey, Vol. VII. 
p. 280) ; the first installment was set at ID 5.5 million, and 
each of the other four at ID ‘2.5 million. 


Source: The lraq Times, Baghdad, Iraq, August 15, 1955. 


Iraq Flour Imports 


The Higher Supply Committee in Iraq has decided 
to permit the importation under open general license of 
flour from sterling markets in order to alleviate a shortage 
in the domestic market. In addition, the Government is 
engaged in negotiations with the Australian Corn Board 
for the purpose of importing 29,000 tons of wheat. The 
shortage of wheat and flour is attributed to a meager 
wheat crop this year, and therefore is considered tem- 
porary. 


Sources: The Iraq Times, Baghdad, Iraq, July 27 and 
August 16, 1955. 


Export-Import Bank Loan to Iran 


The Export-Import Bank of Washington has announced 
authorization of a $14 million credit to the Government 
of Iran. The credit will finance the purchase by the 
Iranian State Railways of U.S. diesel-electric locomotives 
and equipment, for use on the railway between the Persian 
Gulf port of Khorramshar and Teheran. This is expected 
to increase the capacity of that line by 50 per cent and to 
result in an annual saving of 70 per cent of the cost of 
operation. This saving should be enough to return the 
investment within the period of the credit. The credit 
has a maturity of 10 years and bears interest of 5 per cent 
per annum. It is the first use of a $53 million line of 
credit established in June 1955. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., August 18, 1955. 
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Far East 
India’s Balance of Payments 


Preliminary compilations of India’s balance of pay- 
ments indicate a current account surplus of Rs 283 mil- 
lion (US$59 million) in the first quarter of 1955, com- 
pared with a surplus of Rs 119 million in the preceding 
quarter and of Rs 189 million in the first quarter of 1954. 
The surplus was achieved at a higher level of trade than 
in the last quarter of 1954, and the improvement in the 
terms of trade also continued. The higher export-earnings 
were due mainly to sustained firmness in export prices, 
particularly of tea. Imports on government account in- 
creased, and private imports were maintained at a high 
level because of the continuance of the liberal import 
policy and the buoyancy in industrial production. 

There was a trade surplus of Rs 53 million, in contrast 
to a deficit of Rs 56 million in the last quarter of 1954. 
Net “invisible” receipts were higher by about Rs 55 mil- 
lion, largely as a result of government transactions. The 
current account surpluses for the last quarter of #954 and 
the first quarter of 1955 do not include the receipts of 
official donations, for which data are not yet available. 

A classification by regions shows a surplus of Rs 285 
million with the sterling area excluding Pakistan (against 
a surplus of Rs 179 million in the last quarter of 1954) 
and a surplus of Rs 110 million with the dollar area. The 
deficit with the OEEC countries decreased from Rs 215 
million in October-December 1954 to Rs 151 million in 
January-March 1955, and the current account with Pakis- 
tan was nearly balanced. 

India repaid Rs 122 million to the International Mone- 
tary Fund during the first quarter of 1955, and received 
repayment of Rs 33 million of the Burmese debt. The 
gross foreign assets of the Government, Reserve Bank, and 
commercial banks rose by Rs 102 million. 


Source: Reserve Bank of India, Bulletin, Bombay, India, 
July 1955. 


Finances of Joint-Stock Companies in India 


The Reserve Bank of India has published an analysis 
of the financial position of 746 public limited joint-stock 
companies, registered in India and having a paid-up rupee 
capital of not less than Rs 500,000 (US$105,000) each. 
The companies covered in the study account for a total 
paid-up capital of Rs 3.43 billion ($720 million) , or about 
two thirds of the total paid-up capital of the public limited 
companies in the sectors covered, which include mainly 
manufacturing, mining, plantation, and trading com- 
panies, but exclude banking, insurance, and investment 
companies. 

Of the aggregate gross assets of the companies studied, 
amounting to Rs 12.72 billion ($2.67 billion) in 1952, 
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nearly half (Rs 6.23 billion) was invested in fixed assets 
and nearly a quarter in inventories. About three fifths 
of the gross fixed assets was in plant and machinery. Net 
fixed assets (allowing for depreciation) were slightly over 
half the gross assets. Finished goods and work-in-progress 
constituted about half of the inventories, and raw mate- 
rials about a quarter. Gross fixed assets were relatively 
high in basic industries, and inventories were high in 
consumer goods industries. 


Some two fifths of the gross liabilities consisted of 
paid-up capital (Rs 3.43 billion) and reserves (Rs 1.94 
billion). Borrowed funds accounted for less than one 
fifth, and consisted mainly of bank credit (Rs 940 mil- 
lion) and dues to trade (Rs 530 million). The remaining 
liabilities consisted mainly of depreciation (Rs 3.01 bil- 
lion) and taxation reserves (Rs 660 million). 

The average rate of ordinary dividend rose from 7.6 
per cent in 1950 to 8.3 per cent in 1951 and declined to 
7.3 per cent in 1952. The ratio of net profit to paid-up 
capital and reserves averaged 7.7 per cent during 1950-52, 
and was above 10 per cent for iron and steel, matches, 
cement, paper, and plantations. The ratio of gross profits 
to total capital employed averaged 9.1 per cent, and the 
ratio of gross profits to gross sales averaged 8.7 per cent. 
Source: The Times of India, Bombay, India, August 2, 

1955. 


Changes in Ceylon’s Customs Duties 


On July 8, Ceylonese import duties were reduced on 
canned or preserved fish, canned or preserved meat except 
pig products, agricultural machinery and parts, sewing 
machines and parts, motor vehicle parts, certain steel 
products and galvanized or coated sheets, plates, pipes, 
and tubes; import duties were increased on refrigerators 
and wire nails. Export duties on copra and cocoa were 
reduced, while the duty on shelled cardamons was in- 
creased and a duty on glycerol was introduced. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 15, 1955. 


Burmese Aid to Rubber Industry 


The Burmese Government has announced that it is 
willing to assist local and foreign investors wishing to 
develop Burma’s rubber industry, and that it will guaran- 
tee not to nationalize any such enterprise for at least 30 
years. According to the announcement, the rubber in- 
dustry in Burma has been gravely hampered by disturb- 
ates during the past seven years, but conditions have 
been created in which plantations could be worked and 
developed. 


Source: The Financial Times, London, England. Au- 
gust 19, 1955. 





Rubber Manufacturing Industry in Thailand 


The Agriculture Department of Thailand, with U.S. 
aid which has provided machinery and equipment, has 
opened a rubber manufacturing plant at Koh Hong, 
Songkla. The plant will be under the supervision of a 
rubber expert from the Food and Agriculture Organiza- 
tion (FAQ). Its aims are to demonstrate how high-grade 
rubber may be produced at relatively low costs, by the 
use of new machinery and techniques, and to aid rubber 
planters by cash purchases of their latex. The plant will 
produce white crepe rubber. 


Source: Bank of Thailand, Economic and Financial News 


Survey (in Thai), Bangkok, Thailand, April 
1955. 


Pér Capita Income in Taiwan 


The per capita income of residents of Taiwan is esti- 
mated at NT$2,502 for 1954, a new high figure. The 
gross national income for the year is estimated at 
NT$423,540 million. These estimates are included in a 
study made by the Comptroller General’s Office of the 
Executive Yuan. The per capita income in 1954 was 13 
times the 1949 income, while the commodity price index 
last year was 6 times the index in 1949. 


Source: Chinese News Service, Press Release, New York, 


N. Y., August 9, 1955. 


Korean Budget 


The budget of the Republic of Korea for the fiscal year 
1955-56, as passed by the House of Representatives, esti- 
mates expenditure at 169.9 billion hwan and revenue at 
147.8 billion hwan. Of the total expenditure, 76.7 billion 
hwan has been allocated to the General Account, 91.1 
billion hwan to the National Defense Special Account, and 
the remainder to a National Bond Special Account. The 
estimated total revenue consists of 93.3 billion hwan from 
the General Account, 32.0 billion hwan from military 
assistance, and 22.5 billion hwan from counterpart funds. 
(See also this News Survey, Vol. VII, p. 315). 


Source: The Korean Republic, Seoul, Korea, August 3, 
1955. 


Increase of Interest Rates by Bank of Japan 


The Bank of Japan has raised its official interest rates, 
effective as of August 10. It also has revised the formula 
for determining its loan quota to commercial banks, the 
new formula becoming effective on August 17. 

The discount rate for commercial bills has been raised 
from 5.84 per cent per annum to 7.3 per cent, or slightly 
more than the cost of deposits to commercial banks. 
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Thus the banks are to depend more on deposits from 
clients than on borrowings from the central bank. 

Under the “Higher Interest Rates Application System,” 
the rates at which the Bank of Japan extends loans and 
discounts to the commercial banks are progressive, ac- 
cording to the relative magnitude of the commercial banks’ 
borrowings, capital, deposits, and other relevant criteria 
(see this News Survey, Vol. VII, p. 139). Under this 
system, total loans to commercial banks at present amount 
to 70 billion yen. By revising the loan-quota formula and 
increasing interest rates it is expected that loans will be 
reduced to only 8 billion yen. Details concerning the 
revision of the formula are not yet available, 

It is expected that the revisions will result in little 
change in the average cost of borrowing from the Bank of 
Japan; the average annual cost is now estimated to be 
some 7.665 per cent. The chief purpose of the change 
is to have the Bank of Japan resort mainly to the primary 
measure for credit adjustment, i.e., the operation of basic 
interest rates, thus making the “Higher Interest Rates 
Application System” a mere penalty measure. 

In order not to hinder export promotion, the discount 
rate for export advance bills has been left unchanged at 


BALANCE OF PAYMENTS YEARBOOK 
Volume 6 


This sixth volume in the series of Balance of Pay- 
ments Yearbooks issued by the Fund continues the 
loose-leaf system that was begun with Volume 5. 
This system makes it possible to distribute the 
balance of payments statistics for the various coun- 
tries as they become available. Sections are issued 
monthly. 

Thus far this year, sections have been issued for 
44 countries. The data cover primarily the years 
1953 and 1954; but, for some countries, data are 
given for the first half of 1955. 

When completed, the volume will contain basic 
statistics for about 65 countries; regional details for 
many of these countries; consolidated area state- 
ments for such country groups as the United States 
and Canada, the sterling area, OEEC countries, and 
the Latin American Republics; and, for individual 
countries, summary statements expressed in U.S. 
dollars and covering several years. 

It is expected that the last sections will have been 
issued by the end of 1955. NO BOUND VOLUME 
WILL BE AVAILABLE, but title pages and a table 
of contents will be furnished for the convenience of 
subscribers who may wish to bind the loose-leaf 
sections. 

Price: US$5.00 or the approximate equivalent in 
currencies of most countries. A binder for filing the 
loose-leaf sections may be purchased separately for 
$3.00. 

The Secretary 
International Monetary Fund 
1818 H Street, N.W. Washington 25, D.C. 
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5.84 per cent, and the interest rate for loans on the 
security of these bills remains at 6.205 per cent. The rate 
for loans on the security of import settlement bills, on 
the other hand, has been raised from 6.205 per cent to 
7.3 per cent, but the secondary higher rate for these loans 
(7.3 per cent), which applied to practically all of them, 
has been abolished, so that the real rate is virtually 
unchanged, Interest for overdrafts has been raised from 
7,665 per cent to 8.395 per cent. 


Sources: The Financial Times, London, England, Au- 
gust 10, 1955; Bank of Tokyo, Weekly Review 
of Economic Affairs in Japan, Tokyo, Japan, 
August 13, 1955. 


Japanese Merchant Marine 


A government survey of the Japanese merchant marine 
position states that the wartime depletion of reserves of 
shipping companies has not yet been made up, and that 
the cost of operating Japanese vessels remains high. Only 
46 per cent of Japanese merchandise trade is now carried 
under the Japanese flag, in contrast to 70 per cent before 
the war. Under the Government’s current six-year eco- 
nomic development program, a merchant marine of 4.5 
million tons—79 per cent of prewar—is envisaged. The 
cargo-carrying capacity will be 84 per cent of the prewar 
tonnage, and earnings of $373 million are expected in the 
next five years. The program implies an annual addition 
of 220,000-240,000 tons to existing tonnage, which will 
call for more government aid than is being provided at 
present. 


Source: The Financial Times, London, England, Au- 


gust 3, 1955. 


Philippine Special Import Tax 


The special import, tax to be levied by the Philippines 
(see this News Survey, Vol. VIII, p. 62) will become 
effective January 1, 1956. The tax will be 17 per cent in 
1956, and then will be decreased each year to 1.7 per 
cent in 1965; thereafter it will be abolished. Commodities 
presently exempt from the 17 per cent foreign exchange 
tax will also be exempt from the special import tax. 
Among the most important of the items that will be 
exempt are canned milk, canned beef, canned fish, cocoa 
beans, malt, supplies and equipment purchased by the 
Government, fertilizers, containers, textbooks and readers. 
newsprint and paper used by publishing associations, 
mining supplies, medical and hospital supplies, and 
machinery, equipment, spare parts, and accessories for 
industries. 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., August 18, 1955. 


United States and Canada 
U.S. Participation in IFC 


On August 11, 1955, President Eisenhower signed 
Senate Bill 1894 which provides for U.S. participation 
in the International Finance Corporation (see this News 
Survey, Vol. VII, p. 341). 


Source: 84th Congress, Public Law 350, August 11, 1955. 


Increase in U.S. Duty on Bicycle Imports 


President Eisenhower has increased tariff duties on 
imported bicycles of medium and heavy weight from 15 
per cent of the value to 224% per cent, as recommended 
by the U.S. Tariff Commission. On lightweight bicycles, 
however, the President refused to accept the Commission's 
recommendation for an increase from 7! per cent to 
22'% per cent, and granted instead an increase to 1144 
per cent. U.S. Government officials have estimated that 
the new duties will add about $1.25 to the retail cost of 
lightweight bicycles and about $1.70 to the cost of those 
of heavier weight. 

In letters to Congressional Committees, the President 
stated that his action rested on a belief that the domestic 
industry has been injured by greatly increased bicycle 
imports. These imports in the first five months of 1955 
were at an annual rate of 75 per cent above last year. In 
limiting the tariff on lightweight bicycles to 1114 per 
cent, the President stated that the increase would be of 
benefit to U.S. producers of the relatively few lightweight 
bicycles and at the same time would recognize that the 
development of the U.S. market for this type is attribut- 
able almost entirely to the ingenuity and resourcefulness 
of foreign producers and U.S. importers. Domestic pro- 
ducers of lightweight bicycles, claiming that they cannot 
produce the intricate gears and other features at com- 


petitive costs, have complained that the duty increase is 
inadequate to limit imports. 


Source: The Wall Street Journal, New York. N. Y.. 


August 22, 1955. 


U.S. Copper Price 


Major U.S. copper companies have raised the price of 
copper to 40 cents per pound, which is reportedly the 
highest price since 1872. Copper prices had been stable at 
30 cents per pound from April 1953 to the end of last 
January, when they were raised to 33 cents; at the end 
of March, there was a further increase, to 36 cents. These 
prices are for copper purchased under contract from 
producers. Copper on the open market has been available 
during the past several months only at heavy premiums 
above the 36-cent price. Sales have been. reported at 
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50 cents and more per pound as fabricators bid for scarce 
supplies. 

The sharp rise in copper prices resulted from domestic 
strikes and from strong demand by the automobile, con- 
struction, electrical appliance, and other industries. A 
related factor in the price rise was a prolonged strike last 
winter in the Rhodesian copper mines. As a result, 
European prices of the metal also have risen sharply. In 
London. the spot price is presently quoted at the U.S. 
equivalent of 46 cents per pound, a substantial premium 
over the U.S. price of 40 cents. 

Source: The Journal of Commerce, New York, N. Y.., 


August 18, 1955. 


Corporate Earnings in the United States 


According to a tabulation by the First National City 
Bank of New York, net income after taxes of 734 major 
U.S. corporations was 31 per cent larger in the first half 
of 1955 than in the first half of 1954. In manufacturing, 
where net income rose 30 per cent, the largest percentage 
increases were in iron and steel, automobiles, rubber tires, 
chemicals, cement, glass, and stone products, and textiles. 
In the manufacturing group, 80 per cent of the companies 
increased their incomes; declines were reported, however, 
for many companies in the aircraft, machinery, and other 
industries where large defense contracts were reduced 
this year. Railroad net income was 77 per cent higher 
than a year earlier, as freight revenues rose following the 
general business recovery and economies were effected in 
operating expenses. Most utility companies maintained 
their long-term growth trends. Industrial demand for 
electric power has been strong this year, and residential 
demand has risen as a result of the large increase in the 
number of air conditioners, television sets, and other 
appliances in use. 

Source: The First National City Bank of New York, 
Monthly Letter on Business and Economic Con- 
ditions, New York, N. Y., August 1955. 


U.S. Orders from Foreign Shipyards 


During the past 12 months, U.S.-controlled companies 
have placed orders abroad for 78 ships aggregating 1.5 
million dead-weight tons. (During the calendar year 1954, 
world construction amounted to 620 ocean-going mer- 
chant vessels with a total of 7.4 million dead-weight tons. ) 
This brings the postwar total of U.S. orders to foreign 
sources to 357 vessels, totaling 7.2 million dead-weight 
tons. In contrast to previous years, when oil tankers 
predominated among these orders, the recent emphasis 
has been on ore carriers to handle the movement of iron 
ore, which is expected to reach an annual rate of 30 
In contrast also to 
previous years, when the United Kingdom received most 


million tons within a few years. 


of the U.S. orders, all but one of the vessels ordered in the 
past 12 months are to be built in Japanese and German 
shipyards. The current volume of orders for ship con- 
struction abroad represents about five times the tonnage 
being built in U.S. yards. The main factor in this dis- 
parity has been differences in construction costs; in the 
past, another important factor has been the accrual of 
foreign currency earnings, especially sterling, by the 
major U.S. oil companies. 

Source: The Journal of Commerce, New York, N. Y., 

August 2, 1955. 


Expansion of Canadian Oil Refineries 


The capacity of the Canadian oil refining industry now 
amounts to more than 650,000 barrels per stream day, 
which is double the capacity of 1948. Over the past few 
years, consumption of petroleum products has increased 
by 8 to 10 per cent per annum; and, while this rate of 
growth is not likely to be maintained, a steady increase in 
total consumption of about 6 per cent per annum is ex- 
pected. Present plans proVide for a capacity of 750,000 
barrels per day by mid-1957, and a further expansion of 
100,000 barrels per day will be required by 1960, to take 
care of the projected increase in consumption. At present, 
domestic refineries provide about 85 per cent of total 
consumption, but this proportion is likely to have risen 
toward 100 per cent by 1960. 


Source: The Globe and Mail, Toronto, Canada, August 20, 
1955. 


Canadian Housing Construction 


Housing starts in Canada reached 58,000 in the first 
six months of 1955, an increase of almost 12,000, or 25 
per cent, over the first half of 1954; completions rose by 
over 10,000 units, to 52,000. If this rate of activity eon- 
tinues, the 1954 record of 113,500 starts and 102,000 
completions is likely to be exceeded in 1955. 


Source: The Globe and Mail, Toronto, Canada, Au- 
gust 18, 1955. 


International Financial News Survey, written by 
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